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obligations contained in the bond indentures. In this respect, the courts
differentiate sharply between the position of a personal trustee of a simple
trust who is expected to serve only his beneficiary and a corporate trustee
under a bond indenture which has been looked upon as having a dual
responsibility. In order to find out just how trustees discharged their
responsibilities under bond indentures, the Securities and Exchange Com-
mission made an investigation of 424 cases and reported their findings in
1936.1 The following table shows what the trustees did after default to
protect the property, enforce indenture covenants, collect principal and
interest, etc.:

Action taken
	Number of cases
	Percentage of
 total

No action ......................
	116
	27.4

Served notice of default on issuer only
	71
	16 8

Brought foreclosure proceedings ...............
	46
	10.9

Took possession of property ..................
	21
	5.0

Took possession and foreclosed ................
	22
	5.2

Filed proof of claims only ..............
	11
	2.6

Accelerated maturity and foreclosed .
	9
	2.1

Intervened in receivership . .
	9
	2.1

Received income from property ...
	9
	2.1

Various combinations of above ................
	69
	16.3

Miscellaneous activities ......................
	41
	9.5

Total ...................                 .
	424
	100.0


	
	

Although in 63 per cent of these cases (266 out of 424) the indentures
specified that the trustee was under no obligation to notify the bondholders
in case of default, not a single indenture required the trustee to notify the
bondholders of a default in interest payments, sinking-fund installments,
insurance, or taxes.2 In 98 per cent of the indentures, the trustee possessed
the exclusive right to take the initial steps needed to enforce the rights of
the bondholders. In view of this exclusive right, the actions recorded in the
foregoing table take on even greater significance. lor bonds listed in the
New York Stock Exchange, there is some protection in the rules of the
exchange which object to a clause in an indenture that requires the consent
of the holders of more than 30 per cent of the outstanding bonds to compel
the trustee to act. This restriction is subject to the further limitation that
the exchange has no objection to a provision in the indenture by which the
1 Securities and Exchange Commission, Report on the Study and Investigation of the
Work, Activities, Personnel and Functions of Protective and Reorganization Committees,
Part VI, Trustees under Indentures (Washington, 1936), p. 128.
2 /wa, p. 125,